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Independent Auditors’ Report

£oard of Education
Columbia School Districl
Brooklyn, Michigan

\We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Columbia School District, as of and for the year ended June 30
2008, which collactively comprise the School District's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of Columbia School Distrist's management. Gur
responsibility is to express opinions on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the Uniled States of
America and the standards applicable to financial audifs sontained in Government Auditing Sfandards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
tu obtain reasenable assurance about whether the financial staternents are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
staternents  &n audit also includes assessing the accounting principles used and significant estimales made
by management, as well as evaluating the overall financial statement preseniation. We belisve that our audit
provides & reascnable basis for our opinians.

In our opinion, the financial statements referred to above present faitly, in all material respects, the respactive
financial position of the governmental aclivities, each major fund, and the agygregate remaining fund information
of Columbia School District 25 of June 30, 2008, and the respective changes in financial position, thereof for
the year then ended, in conformity with accounting principles generally accepted in the United Stales of
Armerica,

In accordance with Government Auditing Sfandards, we have aleo issued a report dated October 20, 2008, on
our consideration of the School District's internal control over financial reporing and on our fests of compliance
with certain provisions of laws, regulations, conftracts, and grant agreements and other matters. The purpose of
that report is to describe the ssope of our testing of internal control over financial reporting and compliance and
the results of that testing and not ko provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit perfiormed in accordance with Government Audiing
Standards and should be considered in canjunction with this reporl in considering the results of our audit.

The management's discussion and analysis and budgetary comparisen information, as hsted in the table of
contents, are nof a required part of the basic financial statements but are supplemental information required by
the Governmental Ascounting Standards Board. YWe have applied certain limited procedures, which consisted
principally of inquiries of management, regarding the methods of measurement and presentation of the
required supplemental information. However, we did not audit the information and express no opinion on it
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Board of Education
Columbiz Schanl District

Ouwr audit was conducted for the putpose of forming opinions on the financial siatements that collectively
comprise Columbia Schooi District's basic financial statements  The accompanying other supplemental
information, as identified in the table of contents, is presented for the purpose of additional analysis and is not
& required part of the basic financial siatements.  The other supplemental information has beesn subjected to
the auditing procedures applied in the audit of the basic financial statements, and, in our apinion, is fairly stated
in ali material respects, in felation to the basic financial statements taken as 2 whole.
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Columbia School District
Management's Discussion and Analysis
Year Ended June 30, 2008

Columbia School District is a K-12 school district losated in Brooklyn, Michigan (covering portions of Jacksan,
Hillsdale, Lenawse and Wazhlenaw Counties). As administration of Columbia School Diskrict, we offer readers of
the District's finarcial statements this narrative overview and analysis of the financial activities of the District for the
fiscal year ended June 30, 2008,

Financial Highdights

a  The assels of the District exceeded its liabiliies at the close of the most recent fiscal year by
$3.052 B35 (net assets). Of this amount, $595,802 (unrestricted net assets) may be used (o meet
the District's sngoing obiigations to taxpayers, students, and creditors.

+ The District's tofal net assets incréased by 5646803 The increase represents management's
conbrol over expenses through their budgetary procass.

= Ac of the close of the current fissal year, the District's aggregated fund balance for the Distnct's
governmental funds was $1,137,882 or 7.40 percent of the total expendifures of these funds

» The Generat Fund had a net change in fund balance of $283,009. At the end of the year. the lotal
fund balance for the general fund was $859,574 or £.14 percent of the total General Fund
expenditures and cutgoing transfers.

Lsing this Annual Report

This annual report consists of a series of financial statements and netes to those statements. The statements are
organized so the reader can understand the District financially as a whoie. The District-Wide Financial Siatements
provide information about the activities of the whole School District, presenting beth an aggrepgate vigw of the
School District's finances and a longer-term view of those finances. The financial statements then proceed to
provide an increasingly detailed look at specific financial activifies included in the fund financial statements. For
governmenial activities, these staterments tell how senvices were financed in the short-term as well ag what remains
for future spending. The fund financial statements provide information about the School District's most significant
furd - the General Fund.

Reporting the District as a Whole

The Statement of Net Assets and Statement of Activities — One of the most important questions asked about
the Distriet's finances is, “Is the District better off or worse off 25 a result of the year's activities?" The Statement of
Met Assets and the Staterment of Activities, which appear first in the Schoul District's financial statements, report
information about the District as & whole and about its activities in 2 manner that helps to answer this question.
These staternents include all assets and liabilities of the District using the accrual basis of accounting, which s
similar to the accounting used by private-sector corporations  However, the School District's goal is o provide
seTvices to our students, not to generate profits, as private-sector corporations do All of the cumrent year's
revenues and expenses are faken into consideration regardiess of when cash is received or paid.

The Statement of Net Assets and Statement of Activities present infermation about the following:
Governmental Activities — All of the District's basic services are congzidered to be governmental aclivities,
including instruction, support services, community services, athletics, food services, and transfers lo other lecal

districts.  Property taxes, intergovernmenlal revenues, {unresiricled and restricted State Aid), and charges for
servicas finance most of these activities.



Columbia School District
Management's Discuasion and Analysis
Year Ended June 30, 2008

These two slaterments report the District's nel assets and changes in thern  The change in net assets provides the
reader a tool (o assist in determining whether the District's financial health is improving or deteriorating. The reader
will need 1o consider other non-financial factors such as property tax base, political conditions at the State Capitol,
student enrgliment arowth, birth rates, and facility conditions in arriving at their conclusion regarding the overall
healtt of the District.

The distriicE-wide financial statemeants can be found on pages 1- 2 of this repont

Reporting the District's Most Significant Funds

Fund Financial Statements — The fund financial statements provide detailed information about the maost significant
furds = nat the District as a whole. The fund financial statements begin on page 3 and provide detailed information
about the most significant funds. The fund statements are formatted to comply with the legal requirements of the
Michigan Department of Education's "Acsounting Manual" The District's two types of funds. governmental funds
and fiduciary funds use different accounting approaches as funher discussed in the notes to the financial
statements.

In the furd financial statements, capital assets are repored as expenditures in the year of acquisition  No assetis
reported. The issuance of debt is recurded as a financial resource. The current year's payments of principal and
interast on long-term obligations are recorded a5 expenditures. Fulure years’ debt obligations are not recorded.

Governmental Funds — Most of the District’s activitiez are reported in governmental funds, which [acus an how
money flows into and out of these funds and the balances left at year-end available for spending in future periods.
These funds are reported using an accounting methed called modified accrueal accounting, which measuras cash
and other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed shortterrm view of the District's general government operations and the basic services it provides.
fzovernmental fund information helps you determine whether there are more or less financial resources available to
spend in the near future to finance the District's programs.  The relationship (or differences) between governmental
activibies {reported in the Stalement of Net Assels and the Statement of Activities) and governmental funds is
reconciled in the basic financial statements.

The hasic governmental fund financial siatements can be found on pages 3 and 5 of this report.

Fidugiary Funds — The District iz (he fiduciary for various student group aclivities and a scholarship fund. We
gxciude these activities from the District's other financial statemenis because the assats cannot be utilized by the
District to Finance its operations. The Dhskiet's fiduciary activities are reported in a separate Statement of Fiduciary
Nel Assets and a Statemment of Changes in Fiduziary Net Assets.

The basic fiduciary fund financial statements can be found on pages 7 and 8 of this repart.
Additional Information — The Notes to the Financial Statements provide additional information that is essential Lo

a full understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 9 - 18 of this report.



Caolumbia School District
Managernent's Discussion and Analysis
Year Ended June 30, 2008

Government-Wide Financial Analysis

The government-wide financial analysis focuses on the net assetz and changes in net assets of the District's
governmenta! activities. As noted earlier, net assets may serve over lime as a useful indicator of a government's
financial position.

The following is a summary of the Schoel District's net assets as of June 30, 2008 and 2007

Governmental Activities

2008 2007

Current assels $ 2658250 T 2478420
Non-current assets 8 1681.478 B.501 386

Total azzets 10,720 728 10,978 R26
Current liabilitizs 2222 833 2,375,534
Maon-current liabilities 4 545 260 5 298 260

Total liabilifies 6 757 893 ¥ E73. 744
Met assels:
Invested in capital assets - net of related debt 3,185 918 2.850 836
Bestricted 171115 163,526
Unsestricted 595 BOZ 21,670

Total net assels $_3.952835 & _3308 032

The above anzalysis focuses on the net assets. The change in nel aszeks of the Schonl District's governmental
aclivities is discussed below. The net assets differ from fund balances and & reconciliation appears on page 4.

By far the largest pertion of the Distnct's net assets reflects its investment in capital assels (i e. land, buildings,
vehicles, and equipment) less any refated debt used to acquire those assets that is =till ovtslanding. The Dhistrict
uses these capital assels to provide sarvices to citizens, consequently, these assets are not available for future
spending. Although the District's investment in its capital assets is reported net of related debt, it should be noted
that the rescurces to repay this debt must be provided from other sources, since the capital assels themselves
cannot be used to liquidate theze liabilities,

Restricted net assets of 3171,115 represent resources that are subject to external restrictions on how they may be
used. In the case of the School District, these included ampunts restricted for debt service. The remaining batance
of $595 802, which is unresiricted net assets, may be used to mest the District's ongoing obligations {o citizens and
creditors.

The results of this year's operations for the School District as a whole are reported in the Statement of Activities
which shows the changes in net assets for fiscal year 2008,



Columbia School District
Management's Discussion and Analysis
Year Ended June 30, 2008

The fallowing is a summary of the change in nat assets for the years ended June 30, 2008 and 2007

Governmental Activities

2008 2007

REevenues:
Frogram revenues:

Charges for services 3 B26B50 $ B09208

Cperating grants 1,703,178 1,575,983
General revenues:

Property taxes — general pUrposes 4 144 858 3833982

Froperty taxes — debt service 735472 E66, 361

Grants and state aid B 215,152 B G695 245

Oither 204,713 178 808

Total revenues 15 6584 100 15,763 588
FunctionsiProgram Expenses:
Instruction B.308 581 8,706,367
Support services 5.122.758 8,008,362
Community services 357,483 318,960
Focd service activities 823 720 513,985
Athletic activities 275 875 275,554
CHher 0 o
Interest 237 641 250 438
Depreciation (unallocated) 221,238 __ 214 626
Tolal expenses 15,047 297 15 385 336

Increase in nel assels $ 646803 $__ I7R233

The Dislrict's net assets increased by 3645 803 during the current fiscal year. The increase in net assets differs
from the shange in fund balances and a reconciliation appears on page &,

The net cost shows the financial burden that was placed on the State and the School Bistrict's taxpayers by each of
these functions. Since property taxes for operations and unrestricted State Aid constitute the vast majority of the
School District's operating revenue sowces, the Board of Education and Administration must annually evaluate the
needs of the School District and halance those needs with State-prescribed available unrestricted resources.

General Fund Budgeting and Cperating Hinhlights

The School District's budgets are prepared according to Michigan Law. The Uniform Budget Act of the State of
Michigan requires that the local Board of Education approve the originat budget for the upcoming fiscal year prior to
July 1, the start of the fiscal year. The most significant budgeted funds are the General Fund and the nonrnajor
governmental funds for Food Service and Athletics.

As a matter of practice, the District amends its budget formally in October and again in June. However, during the
course of the year, the Board of Education is appraised as to any significant factors contributing to a change from
the adopted budget The June 2008 budgel amendment was the final budget for the fiscal year A schedule
showing the School District's General Fund original and final budget amounts compared with ameounts actually paid
and received is provided in required supplemental information of these financial statements,

The tSeneral Fund actual revenue and other financing sources was $14,283,285. That amount is below the
amended budget estimate of $14 820,263 The $536,978 variance (3.6%) was due in pan to less than projected
students in the blended State aid calculation.

Wi



Columbia School District
Management's Discussion and Analysis
Year Ended June 30, 2008

The actual expendifures and other financing uses of the General Fund were $14.000.276, which is below the
amended budget estimate of $14,896,297. The $886.021 varance {6.02%) was due in part to spending culs
implemnented in he last part of the school year

The General Fund had total revenues of 514,283,285 and total expenditures and transfers out of 314,896,287 with
a net change in fund balance of $283.008 and an ending fund balance of $859,574. The current year net change
was due to a variety of budget adjustments including more employees {administrators} on Contract Ed; retired
teachers weren't replaced; cautious spending in all departments; plus major replacement and purchase of new
equipment was deferred until the financial climate improves.

Capital Asset and Debt Administration

Capital Assets - At the end of the fiscal year 2008, the School District hat 315,672,853 invested in land and
buildings, furniture and equipment, vehicles and buses Of this amount, $7,511,375 in depreciation has been taken
over the years. We currently have a net bock value of $8,161 478

Governmental Activities

2008 2007
Land S 23,700 3 23700
Buildings and improvements 13,857,931 13,857,931
Furniture and eguipment Bdd 185 £44 185
Buses 847037 847 037
Total capital assets 15,672 8583 15,672 853
Less accumuiated depreciation 7511375 771,457
Net capital assets $ 8161478 $ 28501306

There were no major capital asset events during the current fiscal year.

Long-Term Debt — At June 30, 2008, the District had total bonded debt and loans outstanding of $4.875.560, of
which $80,5580 is Durant Resolution Bonds that are 2 legal ebligation of the Schoot District, but an annual State of
Michigan appropriation is the only revenue scurce making the annual debt service payments on the bonds. If the
legislature fails to approgriate the bonds, the District is under np obligation for payment.

Goavernmental Activities

2008 2007
1688 Dabt Fund Bonds $ 3,535,000 F 4035000
2002 Debt Fund Bonds 360,000 450,000
2005 Energy Bonds 1,000,000 1,055,000
Cwrant Resolution Bonds 80,560 80,560
Installiment purchiase agreements - -
Tola! 34975 HE0 $_5.650.560

The District's bended debt and loans oulstanding decreased by $675,000 during the current fiscal vear. There was
no new borrowing during the most recent year end.

vii



Columbia School District
WManagement's Discussion and Analysis
Year Ended June 30, 2008

Stale statutes limit the amount of general obiigation debt that & school district may issue to 15 percent of its total
assessed valuation {Stale Squalized Value) The current outstanding general cbligation debt for Columbia School
District is significantly below the current debt imitation.

Additional infarmation on the District's long-term debt can be found in Mote 7 starting on page 16 of this report

Economic Facters and Next Year's Budgets and Ratas

On March 15, 1994, the electors of the State of Michigan approved a ballot proposition to amend the Siate
Constitution of 1063, in part, fo increase the State sales tax from 4% tn 5% as part of 2 complex plan to restructure
the source of funding of public education (K-12} in order to reduce reliance on local property taxes for schocl
operating purposes and o equalize the per pugil finance resource disparities among schoaol districts.  The State Ad
package passed by the Legislature as part of the schoct finance retorm leqisiation instituted & per pupil foundation
guarantee beginning in fiscal year 1984-19595, The Legislature has appropriated funds o establish a foundation
guarantee in 2005-2006 of $6,675 per pupil for Columbia School District, based upon the District's 19931554
revehue. |n following vears, the foundation guarantee may be adjusted by an index based upon the change in
revenues to the State School Aid Fund and shange in the total number of pupils statewide, and the spread between
the high and low pupil guarantee will ba reduced. The foundation guarantee consigts of the locally raised property
taxes plus State Aid. The source of revenues for the State's contribution to the foundation allowance iz derived
from a mix of taxing sources, inciuding buk not fimited to, a statewide property f2x of six mills on alt property
(homestead and non-homeskead) (reduced o five mills it 2003 only}, a State sales and use tax, a real esfate
transfer tax and a cigarette tax. Given the uncerain financial climate in the State, our State Aid payments could be
reduced during the year if the State doas not receive enough revenus o supporn enacied State School Aid budgets,

which has happened in the past

The following factors were considered in preparing the District's budgets for the 2008-2008 fiscal year:

Foundation allowance of $7.150 per pupil

Student enraliment projected at 1,723 students

State aid membership based on a 7525 percent blended count

Increases in negotiated salaries of 2.5% and suppar staff of 2%

increases in healih insurance of approxmately 8%

Decreasas in retirement costs from 16.72% to 16.54% of payroll costs

Staff reduction and realignment of staff assignments

More administrators on Contract Ed {al! but two) which will be added savings
Most substitute teachers and support staff are on cantracted services with PCAMI
Due to budget cuts by the State, across the board cuts have been made in areas of purchasing supplies,
conference attendance, field trips and after-school activities

« Afreeze instituted on all unnecessary spending

Requests foar Infarmation

This financial report is designed to provide a general overview of the Columbia Schoot District knances for all those
with an interest in the District's finances. Questions concerning any of the information provided in this repor or
requests for additional informalion should be addressed to:

b Brent Beamish, Superintendent Fhone [517) 592-8641
Columbia School District Fax (517} 582-4111
11775 Hawitt Road E-mail beamishf@myeagies org.

Brookdyn, Michigan 43230

wiii



Columbia School District
Staternent of Met Assets
June 20, 2008

Governmental
Aetivities
Assots:
Cash and investmenls 5 8EE 358
Recevables:
Accounts raceivable 9,510
Crue from other governmental urnits 1,641,826
lnventones 19,058
Capital assets less accumitlaled depreciation of $7.511,375 . B1Bl147&
Total assels 10,720, 728
Liabilitias:
Accounts payable 84,181
Acgrued payroll 876,176
Cther liakilities 451,021
Accrued interest 34 ETS
Lang-term fiabilties:
Bonds payable, dire within ane year 733,000
Other obligations, due within one year 53,600
Eonds payable, due in more than one year 4,242,550
Other obligations, due in mere than one year 302,700
Todal liabilittes o BFBY.ER3
MNet Assets:
Investment in capilal agsets - nel of related debe 31850918
Restricted for debi service 171113
Unrestricted 505 B0
Total net assets 5 3 052 835

Ser Motes o Financial Statemants




FunctionsPragrams

Pritnary Government
Govarnmental sctivities:

Instruckion
Support services
Comrmunily senvices
Fond service activilies
Athletic aclivities
Interest on [ong-tern debt
Depreciation {unallocated)

Tatal governmental activities

See Notes to Financial Stataments,

Columbia Schoof District
Statement of Activities
Year Ended June 30, 2006

Giovernmentat
Program Revenues Activities
Net [Expensa}
Cperating  Revente and
Charges for Granis/ Changes in
__Expenses Services  Contributions _ Het Assets
P 8308581 % - 1457482 % (6851052}
5122758 - - (5.122,758)
357 483 283,79 - (73692)
523,720 277037 245 60 (353)
275,875 65,858 - (210,017}
237.641 . - (237.641)
221,238 - = (221 230
B 15047007 § B2EEEG § 1,705,178 (12717435
General revenues:
Taxes:
Property taxes, levied for genaral purposes 4,144 B58
Property taxes, levied for debl services 799,472
Slate aid not resuricted to specific purposes g8.215 102
Interest and investment earmings 74 025
Other 1 BE
Tolal general revenues 13364235
Change in Net Azsets 646,803
Nat Assets - Beginning of Year _ 230E032
Net Assets - End of Year £ 2552835



Columbia School District
galance Shest
Governmental Funds
June 30, 2008

Other
Nonmajor
SGovernmental
General Funds Total
Azgetz
Cash and invesimenls 3 633,578 § 254 7RO 3 BEE 358
Receivahles:
Arcounts receivable - 4a10 4810
Due from other governmental units 1.641,026 - 1,641,526
Inventories - 10,055 19058
Total assets § 227504 8  2RRFAE S 2558 250
Liakilities and Fund Balances
Liabilties:
Accounts payable 5 B4 161 § -5 £4,161
Salanes payable 870,748 5.428 874176
Accrued expendituros _ el - 451,021
Totai liabilittes 1.415.930 5428 1421 368
Fund Ealances:
Resenved lor inventories - 19,056 15,056
Reserved lor debt senvice - 205,790 206,790
Unresenved: undesignated 850 574 53,472 013,046
Tedal fund balances BoS 574 278,218 1,337,892
Total lisbilities and fund balances § 2275504 2B3.746 § 2 550 250

See Notes to Financial Statemants.



Columbia Community Schools
Reconciliation of the Balance Sheet of Governmental Funds to Net Assets
Governmenta! Funds
June 30, 2008

Total Fund Balances - Governmental Funds $ 1137882

Amounts reported for governmental activities in Ihe Stalemenl
of Met Assets are different becausea:
Capital assels used in governmenlal activities are not financial
resources and are not reported in the funds.

The cost of the capital assels is $ 1oBFZE53
Acoumulaled depreciation is (7311395
8,161,478
Longderm liabilitizs not due and payable in the current period
and not reporbed in the funds:
Bonds payable (4.5975 560)
Compensated absences (336, 3000
Accrued interesl payable is not included as a liability in
governmertal aclivities. _ 34875
Total Net Assets - Governmental Activities 3982835

See Motes to Financial Statemeants.



Revenues:
Local sources
Stale sources
Federal sources
Olher
Total reventes

Expenditures:

Instruclion
Suppart services
Comrmunily Senvices
Athlatics
Food service
ekl service

Total expendilures

Revenues Over {Under} Expenditures
Other Financing Sources [Uses)
Operating transfers in
Operzling transfers out
Tatal ather financing sources (Uses)
Met Changes in Fund Balances

Fund Batances - Beginning of Year

Fund Balances - End of Year

Ses Motes to Financial Statermnants.

Columbia School District
Stalerment of Revenuss, Expenditures and Changes in Fund Balances

Governrmental Funds

Year Ended Jung 30, 2008

Other
Honmajor
Governmantal

General Funds . Total
2 4610804 § 1165125 & 5 TTH 729
8,851,804 24 640 5,076,444
211.116 221,050 432 166
B9, FH1 S - 1 - A = ¥}
14 283 285 1410815 15,684 100
8,279 338 - 8,274,288
5,058 277 - 5058277
354 673 - 354 678
- 275 87E 27h 87h
b3, 20 523 720
98090 . R1B284 017284
13,790 343 1618878 15,4058 252
490 a2 1208 0644 284 BYE
- 209,833 2058833
{200,923} SN 112 A=K %)
(2{F 933) 209633 -
283,009 1,850 28B4 BYE
576,565 278.44% | 83014

§___BSOB74 S 278318 § 1137862



Columbia School District
Reconciliation of the Statement of Revenues, Expenditures and Thanges In Fund Balances
of Governmental Funds to the Staternent of Activities
Governmental Funds
Year Ended June 30, 2008

Met Change in Fund Balances - Total Govetrimental Funds B 284,878

Amounts reported for governmenlal activities in the Stalemeanl
of Activities are different because:
Govaernmental funds repon capilal outlays as expenditures; in the
Statement of Activilies, these cosls are allocated over Lhelr estimated
useful lives as depreciation.
Deprectalion expense % [333,918)
Capital cutlay -

{339,918)
Acerued interest is recorded in the Statemnent of Activities when incurred,
il iz not reported in governmental funds untt paid. 4 643
Eond proceeds are reporled as financing sources in governmental funds
ahd thus contribute to the change in fund balanes. In the Statement of Nel
Assets however, issuing deb! increases long-tenm liahililies and does not
affect the Statenent of Activities. Simitacly, repayment of principal is an
gxpenditure in lhe governmental funds but reduces the fiability in the
Statement of Nel Asses.
Borrowings -
Principal repaymenis . _B75.000
675,000
Decreasas in compensated absences are nol reporied
in govemmental funds. 22,200
Change in Net Assets of Governmental Activities 5 546 8603

See Notes o Financial Statemenis.



Columbia School District
Statement of Fiduciary Net Assels
Fiduciary Funds
June 30, 2008

Agency Fund - Trust Fund -
Student Dishrow
Activities Scholarship

Assels:
Cash and cash eguivalenls 2 214,484 & 38 268
Total assets 214404 38 268
Liabilities:
Due to student groups 214 494 -
Tolal liabilities T 214 484 ) _
Het Assets:
Festricted for special purposes ___3B2ER
Tolat Met Assels g 3B 258

See Motes to Financial Statements



Additions:
Gifls and contnbulions
Total additions

Deductions:
Scholarships awarded
Total dedvctions
Change in Net Assets

Net Assets - Beginning of Year

Neot Assets - End of Year

See Notes to Financial Staternents

Columbia School District
Staternent of Changes in Fiduciary Net Assets
Fiduciary Funds
Year Ended June 30, 2008

Trust Fund -
Disbrow
Scholarship
Funds

% 39, 758
39768

1,500

—_— e

1,900

38,268



Columbia School District
Motes to Financial Siatemenks

ote 1 - Summary of Significant Accounting Policies

The bazic financial statements of Columbia School District conform to accounting principles generally
aocepted in the United States of America (GAAP) as applicable to governmental units. The Governmental
Accounting Standards Board (GASE) is the accepled standard-setting body for establishing governmental
accounling and financiat reporting principles.  The following ts a sumwmary of the significant accounting
policies used by the School Disfrict.

Reporting Entity

The Schoo! District is governed by an elected seven-member Board of Education. The accomparnying
finanmal staiements have been prepared in accordance with criteria established by the Governmental
Accounting Standards Board for determining the various governmental crganizations fo be included in the
reporting entity  These criteria include significant operational financial relationships that determine which of
the governmental organizations are a part of the School District's reporting entity, and which organizations
are legally separate, component units of the School District.  Based on the application of the criteria, the
District does not contain any companent units.

District-Wide and Fund Financial Statements

The district-wide financial statements {i &, the Statement of Net Assets and the Staiement of Activities)
report information on all of the non-fiduciary activities of the primary government  For the most part, the
effect of interfund activity has besn removed from these statements.  Governmental activiies, which
normally are supported by taxes and intergovernmantal revenues, are reported separately from business-
type activities, which refy to a significant extent on fees and charges for support. Al of the School Dhstrict's
aovernment-wide activittes are considerad governmental achivities.

The Statement of Activities demonstrates the degree 1o which the dirscl expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function, Program revenus includes (1) charges fo cusforners or apphsants who purchase, Use, or
directly benefit from goods, senvices, or privileges provided by a given function, and {2} grants and
contribLltions Lhal are restricted to mesgting the cperational or capital requirements of a particular function.
Taxes, intergovernmental payments, and other items not properly included among program revenues are
reported inslead as general revenue.

Separate financial statements aie provided for governmentat funds and fiductary funds, even though the
latter are excluded from the district-wide financial statermnenis. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

District-Wide Statements — The district-wide financial staterments are repored using the econemic
resources measurement focus and the accrual basis of accounting. Revenue is recorded when earmed and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants, categorical aid, and similar
iterns are recognized as revenue as soon as all ehgibility requirements imposed by the provider have been
met.



Columbia School District
Wotes to Financial Statements

Note 1 = Summary of Significant Accounting Pelicies (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Fresentation (Continued)

District-Wide Statements (Continued) - As = general rule, the effect of mterund activity has been
eliminated from the districk-wide financial staterments

Amounls reparted 23 program revenue include (1) charges to customers or applicants for goods, services, or
privileges provided, (2) operating grants and contributions, and {3} capital grants and contribuiions. Internally
dedicated resources are reported as general revenue rather than as program revenue.  Likewise, general
revenue includes all taxes and unrestricled State aid.

Fund-Based Statements — Governmental fund financial statements are reported using the current financial
resources measurament focus and the modified accrual basis of accounting. Revenue is recognized as
300N as it is both measurable and available. Revenue is considered to be available if it is collected within the
current period or soon encugh thereafler to pay liabilities of the current perisd.  For this purpose, the
government considers revenuss to be available if they are collected within 80 days of the end of the current
fiscal period  Expenditures generally are recorded when a liability is incurred, as under accrual accaunting
However, debt service expenditures, as well as expenditures related to compensated absences, severance
pay, claims, and judgments, are recorded only when payment is due.

Property taxes, unrestricted State afd, intergovernmentat grants, and inlerest asscciated with the curent
fiscal period are all considered (o be susceptible to accrual and so have been recognized as revenue of the
current fiscal perind. All other revenue items are considered to be available only when cash is received by
the government.

The fiduciary fund statement is also reported using the economic resources measurement focus and the
accrual basis of accounting.

The School District reports the following major governmental funds:

General Fund - The Genazral Fund is the School Diskrict's primary operating fund. I accounts for all
financial resources of the Disirict, except those required fo be accounted for in another fund.

Additionally, the government reports the following fund types

Special Revenue Funds — Special Revenug Funds asre used to account for the proceeds of specific revenus
sources that are restricted to expenditures for specified purposes. Special Revenue Funds maintained by the
Dizirict are the Athletics Fund and the Food Service Fund.

Debt Funds — Debt Funds are used to record tax, interest, and other revenue for payment of principal and
other expenditures and the disbursements thereof on a parficular bond issue. The District maintains the
2002 Dabt, the 1998 Debt and the Durant Debt Funds,

0



Columbia School District
MNotes fo Financial Statemenks

Notes 1 - Summary of Significant Accoutiting Policies (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation {Continued)

Fiduciary Funds — Fiduciary Funds are used to account for assets held by the District in a trustee capacity
or as an ageni. Fiduciary Fund ret assets and results of operations are not included in the district-wide
statements. Aagency Funds are custodial in nature {assets egual liabilities) and do not involve measurements
of results of operations. The District presently maintains a Student Activitiss Fund to record the transactions
of student and parent groups for schoclrelated purposes. The funds are segregated and held in trust for the
students and parents  The District alss maintains the Disbrow Schalarship Fund to record the segregated
monies restricted for scholarships and the related transactions for distributions of awards.

Assets, Liahilities, and Net Asseis or Equity

Deposits and Investments - Cash and cash eguivalents include cash on hand, demand deposits, and
certificates of deposil.

The District reports its investrents in accordance with GASB Statement No. 31, Accounting and Financiaf
Reporiing for Certain Investments and for External Investment Fools. Under these standards, cerain
investments are valued at fair value as determined by quoted market prices, or by estimated fair values when
quoted market prices are not available. The standards aiso provide that cerain investments are valued at
cost (or amortized cost) when they are of a short-term duration, the rate of return is fixed, and the District
intends to hold the investment unbil maturty. Accordingly, Investments in bankers' assceptances and
commercial paper are recorded at amortized cost.

State statutes authorize the District to invest in bords, and other direct and certain indirect obligations of the
l).&. Treasury, cerificates of deposit, savings accounts, deposit accounts, of depository receipts of a bank,
savings and loan association, of credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commerciat paper rated af the time of purchase within the three highesl classifications
astablished by not less than bwo standard rating services and which matimes not more than 270 days after
the date of purchase. The District is also authorzed to invest in U S. Government or fedsral agency
obligation repurchase agresmenls, bankers' acceptances of U S. banks, and mutual funds composed of
investments as outlined above.

Property Taxes

Froperty taxes lavied by the District are collected by various municipalities and periodically remitted to the
District. The taxes are levied and become a lien as of December 1 and are due vpon receipt of the biling by
the taxpayer and become a lien on the first day of the levy year. The actual due date is February 14, after
which time the bills become delinquant and penalties and interest may be assessed by the collecting entity.

For the year ended Jume 30, 2008, the District levied the following amounts per $1,000 of assessed
valuation:

General Fund = Mon-homestead 18.000 mills
Pabt Funds - Homestead and Mon-homestead 1.4 mills

1



Cotumbia School District
hotes to Finangial Staiements

Note 1 — Summary of Significant Accounting Policigs {Continued)

Receivables and Payables - In general, outstanding balances between funds are reported as "due toffrom
other unds”  Activities between funds that are representative of lending/borrowing arangements
outstanding at the end of the fiscal year are refeired to 85 "advances loffrom other funds .

Property tax and other trade receivables are shown net of an allewance for uncollectible amourts The
District has determined the uncollectible amounts are immaterial and no provision has been recerded.

The State of Michigan utilizes a foundation allowance approach, which pravides for a specific annual amount
of revenue per student based oh a State-wide formula. The foundation allowance is funded from a
combination of State and local sources. Revenues from State sources are primarily governed by the School
Aid Act and the School Code of Michigan. The State portion of the foundation is provided from the State's
Schoo!l Atd Fund and is recognized as revenug in accordance with State faw and accounting principles
generally accepted in the United States of Ameriza.

The District siso receives revenue from the State to administer certain categorical education programs.
State ruies require that revenue earmarked for these programs be used for its specific purpose  Certain
categorical funds reguire an accounting to the Siate of the expenditures incurred.  For categorical funds
meeting this requirement, funds received, which are not expended by the close of the fiscal year, are
recorded as deferred revenue. Other categorical funding is recoanized when the appropriation |5 recetved.

Inventories 2nd Prepaid ltems — inventories are valued at cost on a firskin, first-out basis. invenlories of
governmental funds are recorded as expenditures when consumed rather than when purchased. Certatn
payments to vendors reflact costs applicable 1o future fiscal years and are recorded as prepaid items in both
district-wide and fund financial statements.

Capital Assets - Capital assets, which include land, buildings, equipment, and vehicles, are reported in the
applicable governmental aciivities colurmn in the district-wide financial staternenis.  Capital assets are
defined by the government as assets with an initial individuat cost of 55,000 or greater and an estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed, Donated capital assets are recorded at estimated fair market value at the date of
donation.  Costs of normal repair and maintenance that do not add to the value or matenally exlend asset
lives are not capitalized. The School District does not have infrastructure type assets.

Buildings, equipment, and vehicles are depreciated using the straight-line mathod over the following usefu

fives:
Buildings and improvements 20 - 20 years
Buses and other vehicles 10 years
Furniture and equipment T -10 years

Compensated Absences - The liability for compensated absences reported in the distnct-wide statements
consists of unpaid, accumulated annual and sick leave balances. The liability has been calculated using the
vesting melhod, in which leave amounts for both employees who are currently efigible to receive termination
payments and other employees who are expected lo bacome eligibie in the future o receive such payments
wpon termination are included.

12



Columbia School District
Hotes to Financial Staternents

Note 1 = Summary of Significant Accounting Poiicies (Continued]

Long-Term Obligations — In the district-wide financial statements, long-term dabl and other long-term
ohligations ara reparted as lizhilities in the Statement of Net Assels Bond premiums and discounts, as welt
as issuance costs, are deferred and armortized aver the life of the bonds using the effective interest method.
Bonds payable are repored net of the applicable bond premium or discount.  Bond issuance costs are
reported as deferred charges and amoriized over the term of the related debi

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
25 bond issuance costs, during the current perind.  Premiums recefved on debl issuances are reported as
other financing scurces while discounts are reported as other financing uses.  Issuance costs are reported

as debt service expenditures.

Fund Eguity - In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation ot are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to

change.

When both restricted and unrestricked resources are available for use, it is the government's policy to use
restricted rescurces first, then unrestricted resources as they are needed.

Comparative DatafReclassifications — Comparative data is not dncluded in the District's financial
stakements excep! fur caomparative Generat Fund Balanse Sheets and Statement of Revenues, Expendiiures
and Changes in Fund Balances provided in the Other Supplemental Information.

Use of Estimates — The process of preparing financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates and assurnptions regarding
certain types of assets, liabilities, revenues, and expenditures. Such estimates primarity relate to unsettied
transactions and events as of the date of the financial statements  Accordingly, upon settlement, actual

results may differ from estimated amcunts.

Note 2 — Stewardship, Compliance, and Accountability

Budgets are adopted on @ basis consistent with accounting principles generally accepted in the United States
of America Annual appropriations lapse at fiscal year-end.

The District llows these proceduies in establishing the budgetary data reflected in the financaal statements:

1. The Superintendent submits to the Schoo! Board a proposed operating budpet for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing them. The level of control for the budgets is at the functional level as set forth and presented

as required supplementary information.
2. Public hearings are conducted {o oblain taxpayer comments.

3 Prior o July 1, the budget is legally adopted by School Board resolution pursuant to the Uniferm
Eudgeting and Accounting Act (P.A. 621 of 1978] The Act requires that the budget be amended prior to
the end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other
financing sources will be 255 than anticipated or so that expenditures will not be in excess of original
estimates. Expenditures shall not be made or incurred. unless authorized in the budgel, in excess of the
amount appropriated. Viclations for the General Fund, if any, are noted in the required supplementary

information seclion
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Columbia School District
Maotes to Financial Statements

Note 2 — Stewardship, Compliance, and Accountability (Continued)

4 The Superirtendent is authorized to transfer budgeled amounts between major expenditure funstions
within any fund; howsver, these transfers and any revisions that alter the total expenditures of any fund
must be approved by the School Board.

& Formal budgstary integration is emploved as & management control device during the year for the
General and Special Revenus Funds.

6. The budget was amended during the year with supplemental appropriations, the last one approved prio:
to June 30, 2008 The District does not consider these amendments to be significant.

Note 3 - Deposits and Investments

At year-end, the School District's deposits and investments were reported in the basic financial statements in
the following categories.

Governmental Fiduciary

Activities Funds Total
Cash and investments SOR8 358 F252,762 $1.14.120

The breakdown between deposits and investments for the Schoo! District is as foliows'

Deposits (checking and savings accounts, certificates of deposit) $ a¥7or2
lnvestments in bank school cash investmeant fund 864, 048
Total $1141.920

Investment and Depesit Risk

Intetest Rate Risk - State law Bmits the allowable investments and the maturities of some of the allowable
investments. The School's investment policy dogs not have specific limits in excess of Stale taw on
investment maturiies as a means of managing its exposure to fair value losses arising from increasing
interest rates. The investrment in the bank school cash investment fund had an average maturity of izss than
one year.

Credit Risk — State law limits investments to specific government securities, certificates of deposits and
bank accounts with qualified financial institutions. commercial paper with specific maximum maturites and
ratings when purchased, bankers' acceptances of specific financial institutions, gualified mutual funds and
gualified external investment pooks. The School's investments policy does not have specific limits in excess
of State law on investment credit risk. The District's investrment in the bank school cash invesiment fund was
rated A-1 by Standard & Poor's, F-1 by Fitch Ratings and P-1 by Moody's investors Service.

Custodiat Cradit Risk — Deposits - Custodial credit risk is the risk that in the event of a bank failure, the
School's deposits may not be returned. The Schoal has not adopted and Stale law does not require a policy
for deposit custodial credit risk. As of year-end, $557,120 of the School's bank balance of 3858120 was
exposed to custodial credit risk because it was uninsured and uncoliateralized.
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Motes to Financial Statements

Wote 4 — Capital Assets

Capital assef activity of the School District's governmental activities was as follows:

Beginning Disposals and
Balance Additions Adjustments
Assets not being depreciated — fand 523700 % - $ -
Capital assats being depreciated.
Buildings and improvements 13,857,831 - -
Buses and other vehicles D47 037 . .
Furniture and equipment Bd4 185 - -
Subtolal 15,649,153 - -
Accumulated depreciation:
Buildings and improvements 5,847,338 276,180 -
Buses and other vehicles BE5,TA7 28,630 -
Furniture and equipment 458 411 34128 =
Subtatal 7.171.457 339918 -
Met capital assets being depreciated B ATT 695 (33%.918) -
Net capital assets $_8.501,396  $_[339.918) $ -

Depreciation expense was charged o activities of the Schoo] District as follows:

Governmental Activitias

[nstructicon 42293
Support services 73581
Communily senvices 2,805
tUnallocated 2-1.239

$_238,818

Note 5 — Recelvables

Receivables at Jung 30, 2008, consist of the folowing
Other governmental units {primarily Michigan Department of Education)

Other

1%

Yeoar-End
Balance

g 23,700

13,857,831
947,037

31,641 828
8510

—_—

$1.651 836



Columhbia Schocl District
MNotes to Financiat Statements

Nots & — Interfund Receivables, Payahles, and Transfers
Interfund Transfers:

During the current fiscal year, the General Fund transferred $204,833 to the Athletics Fund to help subsidize
the year's athletic aclivities.

Note ¥ — Long-Term Debt

The School District issues bonde, notes, and other contractual commitments to provide for the acquisition
and construction of major capital facilities and the acquisition of certain equipment. General obligalion bonds
are direct obligations and pledge the full faith and credit of the Schoal District. Other long-term obligations
include installment purchase agreements and compensated absences.

! nng-term obligation activity can be summarized as follows:
Amounts Due

Beginning Ending Within One
Balance Additions Reductions Balange Yedr
sovernmental Activities,
General obiigation bonds 35 570,000 g - S675,000 $4,885 000 725000
Curant debt 80,560 - - 80,560 8,000
Compensaled absences 358 500 - 22200 336,300 33,600
Total governmental
activities $6.008.060 5 - 3597200 $5.311.B60 F7OEENG

Annual debt service requirements {o maturity on the above governmental nbligations are as follows:

Governmental Activities

Principal Interest Total

2009 § 733000 $ 210,037 5 843037
2010 FI7 547 178,352 355,894
2011 793,333 145 440 039,773
2012 GT3,729 112,758 786 488
2013 F17,951 GO0 545 817.496
2014-2018 1,000,000 134 813 1,134,813
2019-2021 280 000 23871 303 871

Tolal 34.975 550 3_908.817 55882 477
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hNote 7 = Long-Term Debt (Continuead)
(Seneral obligation bonds and leans consist of:
%1,110,000 serial bonds due in annual mstallments of

555,000 to 595 000 through May 7, 2027, interest
at3 9% to4.25%

1,000,000
$6 845,000 zeral bonds due in annual installments of
500000 to 5600000 through May 1, 2014, interest
al 5.250% 3,535,000
%1.500.000 serial bonds due in annual installments of
3120.000 through May 1, 2011, interest
at 3.45% to 3.75% 360,000
$136,436 Durant Non-Flamtiff serial bonds due in
annual installments of $7 593 to $47 350 through
May 15, 2013, interest at 4.70% £0.550
Total bonded debt 34.975 560

Durant Non-Plaintiff Bond - Included in Governmental Activities Gereral Obligation Bands i the Durant
Non-Plaintiff Bond  Annual total payments {principal and interest) of 33,580 ko 564,372 associated with this
bhond are funded by the State of Michigan via specifically appropriated State Aid and will not reguire any
Digtrict debt levy or utilfization of any other District financial resources.

Wote 8 — Faderal and State Grants

The Diskrict has received federal and State granls for specific purpases that are subject fo review and audit
by the grantor agencies. Although sush awdits could generate expenditure disallowance under lerms of the
grants, management beligves that any required reimbursements would not be material,

Note 9 — Risk Management

The School Distict is =xposed to various risks of loss related to property loss, torts, errors and omissions,
and employee injuries {(workers' compensation}, as well as medical benefits provided to empfoyees. The
Schogl Bistrict has purchased commercial insurance for medical claims and for claims relating to workers'
compensation, general liability, and propertyfcasualty claims.  Sellled claims relating to the commercial
insurance did not exceed the amount of insurance coverage in any of the past three fiscal years.

NWote 10 - Ling of Credit
The District had available a revolving line of credit agreement to meet tfemporary cash fiow reguirements.

The agreement is in the amount of $300,000 with a maturity date of August 20, 2008. No amounts werg
borrowed on this line.
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MNaotes to Financial Statements

Note 11 — Defined Benefit Pension Plan and Fost-Employment Benefits

Flan Description — The School District panticipates in the Michigan FPublic School Employses’ Retirernent
System (MPSERS). a statewide. cost-sharing, multiple-employer defined benefit pension plan administered
by the nine-membes board of the MPSERS. The MPSERS provides relirement benefits and postretirement
banefits for health, dental and vision. The MPSERS was establizhed by Public Act 1368 of 1045 and operates
under the provisions of Public Act 300 of 1880, as amended The Michigan Public Schoo!l Employess'
Retirement Systemn issues & publicly avaiiable financial repart that includes financial statements and required
supplementary information for the systern. That repert may be obtained by wribing to Michigan Public School
Employees' Retiremant System, P.O. Box 30026, Lansing, M| 48908 or by caliing (517) 322-6000.

Funding Policy — Member Investmenl Flan [MIP} members enrofled in MIP prior ko January 1, 1930
contribute a permanently fixed rate of 3.9% of gross wages, The MIP contribution rate was 4.0% from
January 1, 1087, the effective date of the MIP, untl January 1, 1920 when it was reduced to 3 9% Members
first hired January 1, 1850 or later and returning members who did nof work between January 1. 1987 and
December 31, 1989 contribute at the following graduated permanently fixed contribution rates: 3% of the first
55,000; 3.6% of 55,001 through $15,000, and 4.35% of all wages aver 515,000,

Basic Plan members make no contributions, For a imited period ending December 31, 1892, an active Basic
Plan member couid enroll in the MIP by paying the contributions that would have been made had enrglliment
occred initially on January 1, 1987 or on the date of hire, plus interest. MIF contributions at lhe rate of 3.9%
of gross wages begin at enrollment. Market rate interest is posted to member aceounts on July 1% on all MIP
monies on deposit for 12 months, If 2 member [gaves MPSERS service and no pension is payable, the
members accumulated cantribution phus interest, in any, are refundable

The District iz required to contribute the fulf actuarial funding sontribubon amount 1o fund pension benefits,
plus an additional ameotnt fo fund retiree health care benefit amounts on a cash disbursement basis. The
pension benefit rate totals 17 74 percent for the period from July 1, 2007 throusgh September 30, 2007, and
16 67 peicent effective October 1, 2007, The contribution requirements of plan members and the District are
eglablished and may be amended by the MPSERS Board of Trustees. The School District's contributions to
the MPSERS plan for the years ended June 30, 2008, 2007, and 2006 were approximately §1,332,000,
51,430,000, and 31,289,000, respactively.

The District is not responsible for the payment of retirement benefitz which is the responsibiity of the State of
Michigan.

Fost-Employment Benefits — Under the MPEERS Act, all retirees panticipating in the MPSERS pension
plan have the option of continuing health, dental, and vision coverages. Retirees having these coverages
contribute an amounl eguivalent to the monthly cost for Part B Medicare and 10 percant of the monthly
premium ameount for the health, dental, and vision coverages. Required contributions for post-employment
health care benefits are included as par of the District's tolal contribution to the MPSERS plan discussed
above.
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Columbia School District

Budgetary Comparison Schedule - General Fund
Year Ended June 30, 2008

Budgeted Amounts

Clriginal Final Actual
Revenues:
Local sources $ 45259082 5 4 875740 3 4610604
Siate zources 8,.B61, 780 2,911,620 B.851,804
Federal sources 282 725 262,728 211116
Interdistrict and other F1B.275% T7O 157 09,751
Total revenues 14 371773 14,820 283 14,283,285
Expenditures:
[nstruction:
Basic programs 5878 269 6,878 269 £ 858,114
Added needs 1,344 451 1,463,038 1,281 B35
Adulbeontinuing education 162 409 162 409 130 638
Support senvices:
]all 464 187 464 187 455 871
[nstructicnal staif 587,255 597 895 533,272
Saneral administration 392 821 392,241 358 384
School administralion 8EB 743 888 743 850,537
Business 368,247 271,529 A00,525
Operation & maintenance 1,774,611 1.774 611 T.454, 750
Pupil trarsportation ar7y.ea7 a7r.a27 Fo8 526
Central support staff 324 207 345,736 307 312
Other 28,835 79,695 1,000
Community services ATG, 025 329 318 354 BTE
Debt service 98,018 88,015 __ Bs.0DG
Total expenditures 14.676,845 14,623,497 13,700,343
Revenues Over (Under) Expenditures {305,172} 198,766 492,542
Other Financing Socurces {Usesh
Operating transfers out (219,352} {272,800) (208,933)
Total other financing sources {uses) (219,352} {272.800) (208,833
Met Changes in Fund Balances (524,524} {76,034) 283,005
Fund Balances - Beginning of Year 676,565 576,565 576,565
Fund Balances - End of Year s 52 041 $ 500,531 S B59574

1%
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Report on Iniernal Control Over Financial Reporting
and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance
With Goverament Auditing Standards

Board of Education
Columbia Schon) District
Brockiyn, Michigan

We have audited the financial statemenis of the governmental aclivities, each major fund, and the
aggregate remaining fund information of Columbia School Dhstrict as of and for the year ended
June 30, 2008, which collectively comprise the District's basic financial statements and have
issued our report theraon dated October 20, 2008, We conducted our audit in accordance wilh
auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Governmental Aaditing Standards issued by the
Compiroller General of the United Siates.

Internal Control Over Financial Reporting

tr planning and performing our audit, we considersd Columbia School Diskrict's internat confrol
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial stalements, but not for the purpose of expressing an
opinion on the effectiveness of the District's internal control over financial reporting.  Accordingly,
we do not express an opinion on the effectiveness of the Districl's internal control over financial
reporting.

Cur aonsideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would nof necessarily identify all deficiencies in internal conteol
over financial reporting that might be significant deficiencies or material weaknesses. However, a3
discussed below, we identified certain deficiencies in internal control over financial reporing that
we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timefy basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process,
or report financia! data reliably in accordance with generally accepted accounting pringiples such
that there is more than a remote likelihood that 2 misstatement of the DRistrict's financial
staternents that s more than inconsequential will not be preventad or detected by the District's
internal control over financial reporing. We consider the deficiencies described as 2008-1 and
2002-2 in the accompanying schedule of findings and responses to be significant deficiencies in
internal control over financial reperting.
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T the Board of Education
Columbia School District
Brocklyn, Michigan

Page 2

4 material weakness is a significant deficiency, of combination of significant deficiencies. that
results in more than a remote likelihood that & matenial misstatemnent of the financial statements
will not be prevented or detected by the entity's internal conirof.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necesearly identify all deficiencies in
the internal contral that might be significant deficiencies and, aceordingly, would not necessarily
disclose all significant deficiencies that are also considered to be material weaknesses. However,
we believe the significant deficiency described above as 2008-1, 1o be a material waakness.

Compliance and Dther Matters

As part of obtaining reasonable assurance about whether the District's financial statements are
free of matetial misstatement, we performed tests of ks compliance with certain provisions of
laws, regulations, coniracts, and grant agreements, nencompliance with which could have a direct
and material elfect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly.
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reparted under Government Auditing
Standards.

We noled certain matters that we reported to management of the Diskrick in a separate lztter
dated QOctober 20, 2008

Columbia School District's responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses  We did not audit the District's response and,
accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Board of Education, management,
others within the entity and pass-through entities and is not intended fo be and should not be used
by anyone other than these specified parties.

Witle & Jarasek, F L.

Willis & Jurasek, P.C.
Cernified Public Accountants

Celober 20, 2003
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To Board of Education
Columbia School District
Brooklyn, Michigan

Schedule of Findings and Responses
Finding 2008-1

Currently, the Distiict's staff prepares fhe interim internal financial gtatemaents that allows for
management and oversight of the District, but relies on assistance from us in prepanng the year
end financial statements and footnotes. The annual financial statements for the year ended June
30, 2008, required relatively few audit adjustments, mast of which the staff were aware negded 1o
be fecorded. Statement on Auditng Standards #112 tited Communicating Infernal Controf
Refated Mafters Identified in an Audit (issued May 2006), requires us o communicate in writing
when a client requires assistance to prepare the year-end financial statements and foothotes
required in the annual audit report in accordance with accounting principles generally accepiad in
the United States of America. YWe do not recommend any changes to this situation at this time
and communicate this as required by professional standards. We believe this meets the definition
of 2 malenal weakness as defined in Statement on Auditing Standard #1712

Client Response

Ve are aware of this deficiency and believe it is not cost beneficial in our situation o develop this
expertise. We will continue to use our external auditors for this technical assistance. We would

expect this situation to be ongoing in future years.
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October 20, 2008

Board of Education
Columbia School District
Brooklyn, hichigan

\We have audited the financial statements of Columbia School District for the year ended June 30, 2008,
and have issued ouwr report therson dated Oectober 20, 2008, Professional standards require that we
provide you with the following information related to our auwcdit

Cur Responsibility under Generally Accepted Auditing Standards

As stated in our engagemment proposal, our responsibility, as describad by professional standards, i3 to
plan and perform our audit to obtain reasonable, but not absciute, assurance that the financial statements
are free of material misstaternent and are fairly presented in accordance with accounting principles
generally accepted in the United States of America. Because an audit is designed to provide reasonable,
but not absolute assurance, and because we did not perform a detailed examination of all transactions,
there is & risk that material errors, frawd, of illegal acts may exist and not be detected by us.

Az part of our audit, we considered the internal controt of the Districl Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control,

Az part of ablaining reasonable assurance about whether the financial statements are free of material
misstaternent, we periormed tests of the District's compliance with certain provisions of laws, regulations,
contracts, and granis. However, the objective of our tests was not to provide an opinion on compliance
with such provisions.

Significant Accounting Pelicies

Management has the responsibility for selection and use of appropriste accounting policies. In
accordance with the terms of our engagement, we will advize management about the appropriatensss of
accounting policies and ther application. The significant accounting peolicies vsed by the District are
described in Note 1 to the finarcial statements. Nbo new zccounting policies were adoptad and no other
applications of existing polisies were changed during the current year, We noled no transactions entered
inte by the District during the year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or ConsensUs.

Wiis & Jurasee, .G, Phnsne: Nl €317 PS5 S
2305 R i Riognd Fas Mol £5] 7 THEHT 2
il 2 E ALl il wcillisga coen

[ R | N WO EE Rt Wl i wowow weillispn coen



Board of Education
Columbia School Disirict
Fage 2

Accounting Estimates

Accounting estimates are an integral par of the financial statements prepared by management and are
based an management's knowledge and experience about past and current events and assumptions
about future events Certain accounting estimates are parlicularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantty from those expected. The most sensitive estimate affecting the financial statements was:

¥ An asset appraisal was dong for the prior year ended June 30, 2004, which was used to establish
the bulk of your fixed asset balances to be recorded in the Statement of Net Assets,

% Estimates have been used in calculating the liability for employes compensated absences. The
gstimated liability is approximately $336,000.

Audit Adjustments

For purposes of this letter, professional standards defing an audit adjusiment as a proposed correction of
the financial statements that, in our judgment, may nof have been detected exgept through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the Distiict's financial reporting process (that s, cause future financial staterments to be materially
misstated}. in our judgment, none of the adjustments we propnsed, whethar recorded or unrecorded by
the District, either individually or in the aggregale. indicate matters that could have a significant effect on
the District's financial reporting process. Managemant has approved all adjustments.

Disagreements with Managemeant

For purposes of this letter, professional standards define a disagreement with managemeant as a matter,
whether or not resctved to our salisfaction, concerning a financial accounting, reporing, or auditing matter
that could be significant to the financial statements or the auditor's repori. We are pleased to report that
no such disagreements arose duwring the course of our audit.

Consulfations with Dther Independent Accountants

In some cases, managerment may decide to consult with other accountants about suditing and accounting
matters, similar fo obtaining a “secand opinion” on certain situations. If a consultation involves application
of an asccunting principle o the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards reguire the
consulting accountant to check with us to defermine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with cther accountants.

Issues Discussed Prior to Retention_of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principtes and auditing
standards, with management each year prior to refention as the District's auditors. However, these
discussions occurred tn the normal cowrse of our professional relationship and our responses weare not a
condition to our retention.



Board of Education
Columbia School District
Page 3

Difficultics Encountered in Performing the Audit

We sncounlered no significant difficulties in dealing with management in performing our audit.

This information and the attached memarandum is intendad solaly For the use of the Board of Education
and rmanagement of the District and is not intended to be and should not be used by anyone other than

these specified parties.

Sincerely,

Witts & Jwaw%’ F e

Willis & Jurasek, P.C.



Columbia Community Schools
Commenis and Recommendations
Year Ended June 30, 2008

Reclassifications

The athletic fund and lunch fund activity is recorded in the general fund and then reclassified by the
auditors at year-end. We recommend entering this activity directly into the applicable fund for a clearer
picture of the various funds at interim periods.

Also, cerain payments related to wages and contracted services should be allocated based upon
employee status versus oulside sarvice for easier allowance of reconciliation of the wage accounts to

other payroll records,

Bisbhrow Schofarship Fund

The schofarship monies distributed to the fund were given with spechic restrictions as to distribution
requirements,  During this initial year, it was noted by the audilors that the earnmgs were not split
according o these restrictions.  As scholarship monies are awarded in the future, these restrictions

should be considered,



